Before the
FEDERAL COMMUNICATIONS COMMISSION
 Washingten, DC 20554
In the Matter of
February 22, 2018 Access Charge
Tariff Filing Transmittal No. 36

Jowa Network Services, Inc. d/b/a
Aureon Network Services
Tariff F.C.C. No. 1.

DECLARATION OF BRIAN SULLIVAN

I, BRIAN SULLIVAN, hereby declare as follows:

1. I am the Vice President of John Staurulakis, Inc. (“JSI”), with headquarters located
in Greenbelt, Maryland. Iam primarily responsible for overseeing the completion, review, and
submission of jurisdictional cost studies along with related filings and studies, including Universal
Service Fund and FCC Access Tariff filings. I have served as a presenter for JSI seminars covering
separatlons access, and Part 32/64 accounting. Over the past several years, I have ngen
presentations for NTCA, USTA, and numerous other state telephone associations. I have been
employed at JSI for more than 25 years.

2. [ was awarded a Bachelor of Science degree in economics, wjth a minor in English,
fromA James Madison University in 1988. I received a Master of Business Adm‘mistration from
Bowie State University in 1994. I received my CPA certiﬁcationv from the State of Maryland in
February 1998 I am an active member of both the American Institute of Certiﬁed Public
Accountants (AICPA) and the Maryland Association of Certlﬁed Public Accountants (MACPA).

3. 1 make this declaration voluntarily in support of Aureon’s Reply to the Petitions to

Reject or to Suspend and Investigate filed by AT&T Corp. (“AT&T") and Sprint Communications




Company L.P. in the above-captioned proceeding. The information provided herein is based on
my personal knowledge. o

4. Auteon retained JSI to perform the cost and traffic studies to support its February
22, 2018 tariff filing with the FCC. Iconducted the cost and traffic studies for Aureon consistent
with Section 61.38 and Parts 36, 64, and 69 of the Commission’s rules in order to devélop its new
 tariffrate. Itis important to note thatin determining the revenue requirement for Aureon’s Access
Division, I removed the uncollectible amounts included in Aureon’s previous cost support and
- traffic studies.

5. In its Petition, AT&T’s witness, Mr. Daniel Rhinéhart alleges that Aureon did not
use an appropriate methodology to allocate CWF fiber costs to Aureon’s CEA service.
Mr. Rhinehart appears to believe that all network plant and other assets are owned by another
Aureon affiliate, and Aureon’s Access Division then leases those facilities in total, with a
computation being made to. translate a total lease to DS-1 costs applicable to CEA service. In
reality, the underlying éssets are not owried by anothier Aureon entity, but rather, they are assigned
to the Network Division, and included on Aureon’s financial statements and undeilying
assignments. All of the assets are assigned to non-CEA services, and the lease to. the Access
_ Division is derived from the operational expenses (“OPEX”) related to CEA service. It is
important to note that because overheads are presumably included in the lease expense rate, no
additional overheads are allocated in addition to the lease expense in the Part 64 level allocation.

6. AT&T asserts that the CWF Facility Lease cost amount set-forth on Schedule 5’.'
page 3, line 68a of Aureon’s cost support is suspect because there is no explanation as to why the
lease cost amount declined by approximately $5 million between 2017 and the 2018 test period.

The lease rate to the Access Division is projected to declitie materially as a function of overall cost




declines seen for Aureon. Net Plant Investment has been declining, and is projected to continue '
to decline. OPEX and taxesona. “Tofal Company” basis ~ exclusive of the lease, are as follows:
2016 Filing: ‘ $62.5 million
2017 Prior Year Cost of Service: ~ $46.0 million
2018 Test Year Cost of Service: ~ $44.4 million

7. AT&T also points out a typographical error on line 68 of Section 5 of the cost
support. Instead of $22,377,185, the aﬁlou’n‘t on line 68 under the “Total Company” column should
have been $18,359,629. The $22,377.1 85 incorrect axﬁoun’t was not used in any caleulation, and
therefore, did not have any impact on Aureon’s proposed CEA revenue requirement or proposed
CEA tariff rate. Instead, the amount on line 68a of Section 5 under thé columh “Access Division”
of $13,430,525 for CWF Facility Lease expenses was shown corréctly and that amount was used
to calculate the CEA revenue requirement. The amounts on lines 68a and 68b of Section 5 under |
the column “Other” were also accurately shown in the original cost support filed WIth the
Commmission ($1,627,473 on line 68a for CWF Facility Lease expenses and $3,301,632 online 68b
for CWEF Other Expenses are correct).

8. AT&T states that Aureon’s cost support materials are also suspect because of the
variation in Net Telephoné Plant Investment for the 2018 test year as compared to Net Telephone
Plant Investment for 2016 and 2017. The primary cause for the reduction in net investment in the
test year cost of service when compa;ed to previous years is the exclusion of imcolle—cﬁble revenues
from the revenue requirement development. Due to the fact that unéollectible revenues are
excluded from the OPEX and Taxes cpmponenté, Auireon also excluded the Deferred Tax Asset
that relates to those items. The Deferred Téx Asset is valued at $24,032,106 (FIT) + $4,234,957

(SIT) = $28,267,063 for the prior year cost of service year of 2017. This treatment is consistent




with traditional ratemaking approaches, and also serves to materially reduce the revenue
requirement, which, in turn reduces the CEA rate.

9. I also performed an analysis of the CEA revenue requirement under the
Commission’s rules if there was no lease in order to verify the reasonableness of the Access
Division’s revenue requirement proposed in this taﬁff filing. T compared the revenue requirement
for the Access Division as filed for the proposed tariff rate, and the revenue requirement for the
Access Division if there was no lease and Aureon"s assets and costs were assigned to that division
in accordance with the Commission’s rules and oh a fully distributed basis. Assigning‘assets and
costs on a fully distributed basis necessarily assigns overhead e@ensés to the CEA revenue
requirement that would have otherwise been inicluded in the lease expense. My analysis shows
that the revenue feqﬁirement for the Access Division utilizing the asset assignment methodology
increases the revenue requirement for the Access Division from $14,962,151 t0 $17,021,3 80. The
| increased revenue requirement results in a CEA rate of $0.00655 per minute, rather than the

$0.00576 rate as proposed. A table summarizing my analysis is shown in the table below.

Table A
Net Investment {$297,238) 435,073,922
Return on Net Investment @10.625% ($31,582) 43,726,604
FIT and SIT Per Filings: {59,830) $1,479,182
Operating Expenses and Tax: $15,004,562 $11,816,593
Total Revenue Requirement $14,963,151 ' $17,022,380
Less: Misc. Revenues $1,000 41,000
Revenue Requirement for Rates: © 414,962,151 $17,021,380
ISCEAMOU: _ 2599 99,778,953
“IS CEA Rate per MOU; - T A A

10.  Attached to my declaration as Annex 1 is the detailed rate development analysis I

performed to calculate the CEA rate per MOU shown in Table A above with lease expenses, and
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without a lease between the divisions. The summary information in Table A is derived directly
from the rate development analysis in ‘Annex 1. Attached to my declaration as Annex 2 are the
" Excel spreadsheets showing the “Alternate Scenario” cost allocation model used to determine the
revenue requirement for the Access Division if there was no lease and Aureon"s.assets and costs
were assigned to that division in accordance with the Commission’s rules aﬁd on a fully distributed
basis.

11. Attacl{ed to m& declaration as Annex 3 is the calculation of how the 2018 circuit
lease expense of $13,430,525 was allocated to the CEA revenue requirement. That amount is
shown on Aureon’s cost support, lines 68 and 68a of Section 5under the column “Acéess Divi_sioﬁ”
for CWE Facility Lease expenses.

I certify under penalty of perjury that the foregoing is true and correct.

Ry

Brian Sullivan

Executed on February 2§, 2018.
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|OWA NETWORK SERVICES, INC. /' Rate Dévelopment
JOWA NETWORK ACCESS DIVISION
INTERSTATE ACCESS RATE DEVELOPMENT
TRANSMITTAL NO.

PROJECTED TEST PERIOD ENDED

“yE2/2009. YE 12/2017

S TVEOS PYCOS
CURRENT LocosTi cosT
SOURCE RATE i SUPPORT SUPPORT

1 SWITCHED TRANSPORT RATE (BELOW) : $0.00896 | ‘ $0.00655 $0.01279
2 STUDY PERIOD ACCESS MINUTES SCHEDULEB 2,508,443,160 2,593,778,953 2,979,771,328
3 STUDY PERIOD ACCESS REVENUE LN 1*LN 2 $22,475,651 | 517.,:021,380 $38,114,894
YE 2/2019 YE 12/2017
TYCOS PYCOS
ACCESS RATE DEVELOPMENT SOURCE Previous AMOUNT AMOUNT
4 PROJECTED REVENUE REQUIREMENT Part 69 Model $33,428,538 $17,022,380 $38,116,894
S LESS: MISCELLANEOUS REVENUE TBD $20,731 $1,000 $2,000
6 ACCESS REVENUE REQUIREMENT LN4-LN5 $33,407,807 $17,021,380 $38,114,894
7 PROJECTED ACCESS MINUTES Line X Below 2,508,443,160 2,599,778,953 2,979,771,329
8 PROJECTED ACCESS RATE PER Mou LNE/LN7 $0.01332 $0.00655 $0.01279
Total CEA Minutes | Total MOU
Source | Interstate | Intrastate | Total |
Jan-17 Actual 276,350,023 16,339,670 292,689,693
Feb-17 Actual 241,792,374 14,877,014 256,669,388
Mar-17 Actual 253,173,174 16,381,279 269,554,453
Apr-17 Actual 219,145,294 14,775,437 233,920,731
May-17 Actual 241,699,296 16,620,563 258,319,859
Jun-17 Actual 257,595,328 14,561,874 272,157,202
Jul-17 Actual 251,695,845 14,023,382 265,719,227
Aug-17 Actual 287,109,880 15,458,154 302,568,034
Sep-17 Actual 241,070,718 13,987,417 255,058,135
Oct-17 Actual 253,307,156 15,270,810 268,577,966
Nov-17 Actual 238,988,410 14,567,895 253,556,305
Dec-17 Actual 217,843,831 13,875,167 231,718,998
2017 Total } . ¥ : ]

Per CEA History 2,753,184,617 194,836,006 2,948,020,623
Change 2017 vs. 2016: Calc 8.23% -7.24% 7.21%
- ) CEA History
Jan-18 Projected-Aureon 217,656,503 13,863,235 231,519,739
Feb-18 Projected-Aureon 217,470,112 13,851,364 231,321,475
Mar-18 Projected-Aureon 217,284,652 13,839,551 231,124,204
Apr-18 Projected-Aureon 217,100,120 13,827,798 230,927,918
May-18 Projected-Aureon 216,916,511 13,816,103 230,732,614
Jun-18 Projected-Aureon 216,733,820 13,804,467 230,538,286
Jul-18 Projected-Aureon 216,552,042 13,792,888 230,344,931
Aug-18 Projected-Aureon 216,371,173 13,781,369 230,152,541
Sep-18 Projected-Aureon 216,191,208 13,769,906 229,961,114
Oct-18 Projected-Aureon 216,012,143 13,758,501 229,770,644
Nov-18 Projected-Aureon 215,833,974 13,747,153 229,581,127
Dec-18 Projected-Aureon 215,656,695 13,735,861 229,392,556
TOTAL 7 259977895 65,588,19 7 3,765,367,150°
Change 2018 vs. 2017: -12.75% -8.38% -12.50%

(YE 2018 will stand for PYCOS Period YE 2/2018)
[Test Period MOU Allocation: 94.01% 5.99% 100.00%|
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